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Independent Auditor's Report

We have audited the accompanying financia statements of the governmental
activities, the business-type activities, and each mgjor fund of the Village of
Wadkerville, Michigan, as of and for the year ended February 29, 2008, which
collectively comprise the Village's basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the Village of
Wakerville, Michigan, management. Our responsibility is to express opinions on
these financia statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller Genera of
the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the general purpose financia statements
are free from materia misstatement. An audit includes examining on a test basis,
evidence supporting the amounts and disclosures in the financia statements. An
audit aso includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overdl financia statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the respective financial postion of the governmental activities, the
business-type activities, and each mgjor fund of the Village of Walkerville,
Michigan, as of February 29, 2008 and the respective changes in financial position
thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Sandards, we have aso issued our report
dated July 24, 2008, on our consideration of the Village of Wakerville's internal
control over financial reporting and on our tests of its compliance with certain
provisons of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control
over financid reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financia reporting or on compliance.
That report is an integra part of an audit performed in accordance with Government

Auditing Sandards and should be considered in assessing the results or our audit.
1
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July 24, 2008
Page 2

The management's discussion and analysis and budgetary comparison information on pages 3
through 5 and 26 through 30, are not a required part of the basic financial statements, but are
supplementary information required by accounting principles generally accepted in the United States
of America. We have applied certain limited procedures, which conssted principaly of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Village of Wakerville, Michigan's basic financia statements. The
individual fund statements are presented for purposes of additiona analysis and are not a required
part of the basic financial statements. The individual fund financial statements have been subjected
to the auditing procedures applied in the audit of the basic financial statements and, in our opinion,
are fairly stated in al material respects in relation to the basic financial statements taken as a whole.

{ondis» ks

Hendon & Slate, P.C.
Certified Public Accountants
July 24, 2008



VILLAGE OF WALKERVILLE
MANAGEMENT'S DISCUSSION AND ANALYSIS
February 29, 2008

Using this Annual Report

This annua report consists of a series of financia statements. The Governmental Wide Statement of Net
Assets and the Government Wide Statement of Activities provide information about the activities of the
Village as a whole and present a longer-term view of the Village's finances. Fund financia statements tell
how these services were financed in the short-term, as well as what remains for future spending. Fund
financid statements also report the Village's operations in more detail than the government-wide financial
statements.

The Village as a Whole

The Village's combined net assets decreased from a year ago - from $701,180 to $683,310. In a condensed
format, the table below shows key financia information:

Governmental Business-Type
Activities Activities Totd
2008 2007 2008 2007 2008 2007

Current Assets $ 39214 $ 3334 $ 79215 $ 99,641 $ 118,429 $ 133,035
Redtricted Assets - - 69,190 61,956 69,190 61,956
Capital Assets 274,942 290,663 427,951 439,997 702,893 730,660
Total Assets $ 314,156 $ 324,057 $ 576,356 $ 601,594 $ 890,512 $ 925,651
Current Liabilities $ 18488 $ 17,325 $ 15497 $ 13701 $ 3398 $ 31,026
Noncurrent Liabilities 12,454 23,683 160,762 169,762 173,216 193,445
Total Liabilities $ 30,942 $ 41,008 $ 176,259 $ 183,463 $ 207,201 $ 224,471
Net Assats

Invested in Capita Assets

Net of Debt $ 251,047 $ 255,323 $ 258,189 $ 261,235 $ 509,236 $ 516,558
Redtricted - - 69,190 61,956 69,190 61,956
Unrestricted 32,167 27,726 72,717 94,940 104,884 122,666
Total Net Assets $ 283,214 $ 283,049 $ 400,096 $ 418,131 $ 683,310 $ 701,180

Unrestricted net assets - the part of net assets that can be used to finance day to day operating, decreased by
$17,782 for the governmenta activities.



Management's Discussion and Anaysis (Continued)

Governmental Business-Type
Activities Activities Totd

2008 2007 2008 2007 2008 2007
Program Revenues
Charges for Services  $ 375 $ 2620 $ 27,550 $ 23193 $ 27,925 $ 25813
Generad Revenues

Property Taxes 44,653 42,955 - - 44,653 42,955
State Grants 78,688 85,296 - - 78,688 85,296
Investment Earnings 449 427 6,401 10,033 6,850 10,460
Rents,Refunds,Other 7,479 12,919 - - 7,479 12,919
Total Revenues $ 131,644 $ 144,217 $ 33951 $ 33226 $ 165595 $ 177,443
Program Expenses

Generd Government 52,633 39,367 - - 52,633 39,367
Public Safety 10,489 9,738 - - 10,489 9,738
Public Works 42,080 40,664 - - 42,080 40,664
Rec and Culture 5110 4,823 - - 5,110 4,823
Unallocated Deprec 15,721 16,125 - - 15,721 16,125
Interest on LT Debt 1,423 2,129 - - 1,423 2,129
Other Functions 4,023 5122 - - 4,023 5,122
Loss on Disp Assets - - - - - -
Sewer Maintenance - - 41,256 37,242 41,256 37,242
Sewer Restricted - - 10,731 11,010 10,731 11,010
Total Expenses 131,479 117,968 51,987 48,252 183,466 166,220

ChangeinNetAssets $ 165 $ 26249 $ (18036) $ (15026 $ (17.871) $ 11223

Governmental Activities
The Villag€'s tota governmental revenues showed a decrease of approximately $12,500, while expenses
increased by approximately $13,500.

Business-Type Activities
The Sewer Fund's net assets decreased by $18,036 with revenues and expenses increasing dightly.

The Village's Fund

Our andlysis of the Village's mgor funds follows the entity wide financial statements. The fund financial
statements provide detail information about the most significant funds, not the Village as a whole. The
Village Board creates funds to help manage money for specific purposes as well as to show accountability
for certain activities, such as specid property tax millages. All of the Village's funds for 2008 are
considered mgjor.



Management's Discussion and Anaysis (Continued)

Generd Fund Budgetary Highlights

Over the course of the year, the Village Board continually amended the budget to take into account events
during the year. Genera Fund expenditure amendments reflected an overal increase in expenses.

Capital Asset and Debt Administration

At the end of 2008, the Village had $1,334,735 invested in a broad range of capital assets, including land,
buildings, roads, vehicles, and equipment. No major capital asset events occurred during the year. The
Village debt totals $193,657, with $20,441 due within the next yesr.

Economic Factors and Future Year Plans

The Village's budget for 2008/09 it very similar to the budget for 2007/08. Including that the Village also
projects that state shared revenue will remain about the same as will property taxes.

Contecting the Village's Management

This financid report is intended to provide our citizens, taxpayers, customers and investors with a generd
overview of the Village's finances and to show the Village's accountability for the money it receives. If
you have questions about this report or need additional information, we welcome you to contact the clerk’s
office.



VILLAGE OF WALKERVILLE

Government Wide Statement of Net Assets
February 29,2008

Business-Type Governmental Tota Primary
Activities Activities Government
ASSETS
Cash $ 472 $ 26,839 $ 27311
Accounts Recelvable - 20,704 20,704
Taxes Recelvable 57,932 9,926 67,858
Internal Balances 20,685 (20,685) -
Prepaid Insurance 125 2,430 2,555
Redtricted Cash 69,190 - 69,190
Property and Equipment 808,382 526,353 1,334,735
Accumulated Depreciation (380,431) (251,411) (631,842)
Tota Assets 576,355 314,156 890,511
LIABILITIES
Current Liabilities
Accounts Payable 2,306 1,356 3,662
Due to Employees - 5,691 5,691
Deferred Revenue 4191 - 4,191
Non-Current Liabilities
Due Within One Year 9,000 11,441 20,441
Duein More Than One Year 160,762 12,454 173,216
Total Liabilities 176,259 30,942 207,201
NET ASSETS
Invested in Capital Assets
Net of Related Debt 258,189 251,047 509,236
Redtricted Net Assats 69,190 - 69,190
Unrestricted Net Assets 72,717 32,167 104,884
Tota Net Assets $ 400,096 $ 283,214 $ 683,310

The Notes to the Financid Statements are an integra part of this statement
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VILLAGE OF WALKERVILLE

Government Wide Statement of Activities
For the Fiscal Year Ended February 29, 2008

Program Net (Expenses) Revenue
Revenues and Changes in Net Assets
Charges for Governmental Business-Type
Functions/Programs Expenses Searvices Activities Activities Tota
Primary Government
Governmenta Activities
Genera Government $ 52633 $ 375 $ (52,258) $ - $  (52,258)
Public Safety 10,489 - (10,489) - (10,489)
Public Works 42,080 - (42,080) - (42,080)
Recreation and Culture 5,110 - (5,110) - (5,110)
Interest on Debt 1,423 - (1,423) - (1,423)
Other Functions 4,023 - (4,023) - (4,023)
Unalocated Depreciation 15,721 - (15,721) - (15,721)
Total Governmental Activities 131,479 375 (131,104) - (131,104)
Business-Type Activities
Sewer Maintenance 41,256 22,647 - (18,609) (18,609)
Sewer Restricted 10,731 4,903 - (5,828) (5,828)
Total Business-Type Activities 51,987 27,550 - (24,437) (24,437)
Tota Primary Government $ 183,466 $ 27,925 (131,104) (24,437) (155,541)
Generad Revenues
Property Taxes 44,653 - 44,653
State Grant 78,688 - 78,688
Interest Income 449 6,401 6,850
Refunds and Reimbursements 4,422 - 4,422
Miscellaneous 3,057 - 3,057
Total Genera Revenues & Transfers 131,269 6,401 137,670
Changes in Net Assets 165 (18,036) (17,871)
Net Assets - March 1, 2007 283,049 418,132 701,181
Net Assets - February 29, 2008 $ 283,214 $ 400,096 $ 683310

The Notes to the Financial Statements are an integral part of this statement.
7



ASSETS
Cash
Taxes Receivable
Accounts Receivable
Due from Other Funds

Total Assets

LIABILITIES
Accounts Payable
Due to Employees
Due to Other Funds

Total Liabilities

FUND BALANCES
Designated
Unreserved

Total Fund Balance

Totd Liahilities and Fund Balance

The Notes to the Financia Statements are an integral part of this statement.

VILLAGE OF WALKERVILLE

Governmental Fund Baance Sheset

February 29,2008
Major Locd Tota
Generd Street Street Governmental
Fund Fund Fund Funds
$ 25658 $ 765 $ 416 $ 26,839
9,926 - - 9,926
4,754 11,677 4,273 20,704
10,115 - - 10,115
$ 50453 $ 12,442 $ 4,689 $ 67584
$ 1,356 $ - $ - $ 1,356
4,930 478 283 5,691
- 30,800 - 30,800
6,286 31,278 283 37,847
2,500 - - 2,500
41,667 (18,836) 4,406 27,237
44,167 (18,836) 4,406 29,737
$ 50453 $ 12442 $ 4,689 $ 67584

8




VILLAGE OF WALKERVILLE

Reconciliation of the Balance Shest
of Governmental Funds to the Statement of Net Asseats
February 29, 2008

Tota Governmental Fund Baances

Total net assets reported for governmenta activities in the
statement of net assets are different from the amount reported as
tota governmenta funds fund balance because:

Prepaid Insurance reflects amounts that will be used in a future
period.

Capita assets used in governmental activities are not financia
resources and therefore are not reported in the fund statements.
Amounts reported for governmental activities in the statement
of net assets:

Governmental Capital Asset
Governmental Accumulated Depreciation

Long-term liabilities, including notes payable, are not due in the
current period and therefore are not reported in the fund
statements.  Long-term liabilities reported in the statement of
net assets that are not reported in the funds balance sheet are:

Total Net Assats - Governmental Activities;

The Notes to the Financid Statements are an integra part of this statement.
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VILLAGE OF WALKERVILLE

Governmenta Fund Statement of Revenue, Expenditures,
and Changes in Fund Balance
For the Year Ended February 29, 2008

Major Locd Total
Generd Street Street Governmental
Fund Fund Fund Funds
Revenues
Property Taxes $ 44,653 $ - $ - $ 44,653
State Grants 26,905 39,955 11,828 78,688
Charges for Services 375 - - 375
Interest 248 153 48 449
Rents 64,182 - - 64,182
Refunds & Reimbursements 4,422 - - 4,422
Miscellaneous 3,057 - - 3,057
Total Revenues 143,842 40,108 11,876 195,826
Expenditures
Current
Generd Government 52,092 - - 52,092
Public Safety 10,410 - - 10,410
Public Works 18,592 54,005 33,665 106,262
Recreation & Culture 5,110 - - 5,110
Other Functions 4,023 - - 4,023
Debt Service -
Principal 6,445 5,000 - 11,445
Interest 434 1,067 - 1,501
Tota Expenditures 97,106 60,072 33,665 190,843
Excess Revenue Over (Under) Expenditures 46,736 (19,964) (21,789) 4,983
Other Financing Sources (Uses)
Operating Transfers In (Out) (37,541 14,550 22,991 -
Total Other Financing Sources (Uses) (37,541) 14,550 22,991 -
Excess Revenues and Other Financing Sources
Over (Under) Expenditures and Other
Financing (Uses) 9,195 (5,414) 1,202 4,983
Fund Balance - March 1 34,972 (13,422) 3,204 24,754
Fund Balance - February 28 $ 44,167 $ (18,836) $ 4,406 $ 29,737

The Notes to the Financial Statements are an integra part of this statement.
10



VILLAGE OF WALKERVILLE

Reconciliation of Statement of Revenues, Expenditures, and Changes in
Fund Baances of Governmental Funds to the Statement of Activities
For the Year Ended February 29, 2008

Net Change in Fund Balances - Tota Governmenta Funds $ 4,983

Amounts reported for governmental activities in the statement of
activities are different because:

Prepaid Insurance reflects amounts that will be used in a future
period:
Current Year Prepaid Insurance: 2,430
Prior Year Prepaid Insurance: (2,972) (542)

The acquisition of capital assets are reported in the governmental funds

as expenditures. However, for governmenta activities those costs are

shown in the statement of net assets and allocated over their estimated

useful lives as annual depreciation expenses in the statement of activities:
Capital outlay reported in governmental fund statements -
Depreciation expense reported in the statement of activities (15,721)

Repayment of principal on long-term debt is reported in the governmental
funds as an expenditures, but is reported as a reduction in long-term debt
in the statement of net assets and does not affect the statement of

The amount of long-term debt principa payments in the current year 11,445

Changes in Net Assets - Governmenta Activities $ 165

The Notes to the Financia Statements are an integral part of this statement.
11



VILLAGE OF WALKERVILLE

Proprietary Fund Statement of Net Assets

ASSETS

Current Assets
Cash
Accounts Receivable
Taxes Receivable
Prepaid Insurance
Internal Baances

Total Current Assets

Noncurrent Assets
Restricted Cash
Net Capital Assets

Total Noncurrent Assets
Total Assets

LIABILITIES

Current Liabilities
Accounts Payable
Deferred Revenue
Current Long-Term Debt
Due to Employees

Tota Current Liabilities

Non-Current Liabilities
Long-Term Bonds

Total Liabilities

NET ASSETS
Invested in Capitd Assets
- Net of Debt
Restricted Assets - Expendable
Unrestricted

Total Net Assets

February 29, 2008

Sewer Sewer Totd
Maintenance Restricted Proprietary
Fund Fund Funds
$ 472 $ - $ 472

- 57,932 57,932

125 - 125
(8,270) 28,956 20,686
(7,673) 86,888 79,215
- 69,190 69,190
427,951 - 427,951
427,951 69,190 497,141
420,278 156,078 576,356
2,306 - 2,306

- 4191 4191

- 9,000 9,000
2,306 13,191 15,497

- 160,762 160,762
2,306 173,953 176,259
427,951 (169,762) 258,189
- 69,190 69,190
(9,980) 82,697 72,717
$ 417971 $ (17,875 $ 400,096

The Notes to the Financiad Statements are an integra part of this statement.
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VILLAGE OF WALKERVILLE

Proprietary Fund Settlement of Revenue, Expenses, and Changes in Net Assets

For the Year Ended February 29, 2008

Operating Revenues
Fees
Taxes
Miscellaneous
Total Operating Revenues

Operating Expenses
Payroll Expenses
Supplies and Insurance
Professiona & Contracted Services
Utilities
Services
Licenses
Equipment Rental
Miscellaneous
Depreciation
Total Operating Expenses

Operating Income (Loss)

Non-Operating Revenues
Interest Income
Interest Expense
Other Non-Operating Expenses
Tota Non-Operating Revenue (Expenses)

Income (Loss) Before Transfers
Transfers From Other Funds
Changes in Net Assets
Tota Net Assets - Beginning

Tota Net Assets - Ending

The Notes to the Financid Statements are an integra part of this statement.
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Sawer Sewer Tota
Maintenance Restricted Proprietary
Fund Fund Funds
$ 22,647 $ 2,765 $ 25412

- 511 511

- 1,627 1,627
22,647 4,903 27,550
5,488 - 5,488
8,317 - 8,317
1,500 - 1,500
243 - 243
11,438 - 11,438
1,950 - 1,950
274 261 535
12,046 - 12,046
41,256 261 41,517
(18,609) 4,642 (13,967)
407 5,994 6,401

- (10,470) (10,470)
407 (4,476) (4,069)
(18,202 166 (18,036)
(18,202 166 (18,036)
436,173 (18,041) 418,132
$ 417971 $ (17,875 $ 400,096




VILLAGE OF WALKERVILLE

Proprietary Fund Statement of Cash Flows

February 29, 2008
Sewer Sewer Tota
Maintenance Restricted Proprietary
Fund Fund Funds
Cash Flows From Operating Activities
Receipts from Customers $ 26242 $ 4,392 $ 30634
Receipts from Property Taxes - 7,369 7,369
Receipts from Other Funds - 9,210 9,210
Payments for Employees (5,488) - (5,488)
Payments to Suppliers (21,077) (261) (21,338)
Net Cash Provided (Used) by Operating Activities (323) 20,710 20,387
Cash Flows From Noncapital Financial Activities
Payments for Services - - -
Transfer in From Other Funds - - -
Net Cash Provided (Used) by Noncapital Financing Activities - - -
Cash Flows From Capital and Related Financing Activities
Principal and Interest on Capital Debt - (19,470) (19,470)
Net Cash Flows Provided (Used) by Capitd and Related
Financing Activities - (19,470) (19,470)

Cash Flows From Investing Activities
Interest 407 5,994 6,401
Interest on Redtricted Cash - - -
Purchase of Equipment - - -

Net Cash Flow Provided (Used) by Investing Activities 407 5,994 6,401
Net Increase (Decrease) in Cash 84 7,234 7,318
Cash Bdance - Beginning of Year 388 61,956 62,344
Cash Balance - End of Year $ 472 $ 69,190 $ 69,662

Reconciliation of Operating Income (Loss) to
Net Cash Provided (Used) by Operating Activities

Operating Income (Loss) $ (18,609) $ 4,642 $ (13,967)
Adjustments to Reconcile Operating Income to Net Cash
Provided (Used) by Operating Activities

Depreciation Expense 12,046 - 12,046
Change in Assats and Liabilities

Decrease in Accounts Receivable 3,595 - 3,595

Change in Interna Balances 339 9,210 9,549

Decrease in Taxes Receivable - 7,369 7,369

Decrease in Prepaid Expenses - - -

Increase in Accounts Payable 2,306 - 2,306

Increase (Decrease) in Due To Other Funds - - -
Decrease in Wages Payable - - -
(Decrease) in Deferred Revenue - (511 (511

Net Cash Provided by Operating Activities $ (323) $ 20,710 $ 20387

The Notes to the Financid Statements are an integral part of this statement.
14



NOTE A

VILLAGE OF WALKERVILLE

Notes to the Financid Statements
For the Fiscal Year Ended February 29, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Village of Walkerville conform to accounting principles generaly
accepted in the United States of America (GAAP) as applicable to governmental units. The
following is a summary of the significant policies us by the Village of Wakerville.

1 Reporting Entity

As defined by Governmenta Accounting Standards Board (GASB) No. 14, the financia
reporting entity consists of (1) the primary government, (2) organizations for which the primary
government is financially accountable, and (3) other organizations for which the primary
government is not accountable, but for which the nature and significance of their relationship
with the primary government are such that exclusion would cause the reporting entity's
financial statements to be mideading or incomplete. The primary government has financia
accountability if it:

a.  Appoints a voting mgority of the organization's board, and, has the ability to impose its
will on the organization; or

b. Thereis a potentia for the component unit to provide certain financia benefits to, or
impose certain financia burdens on, the primary government.

Based on this criteria, there are no other entities included in this report.

2 Joint Ventures

Walkerville Area Fire & Rescue Department - The Village is a member of the Walkerville Area
Fire & Rescue Department, which was organized to provide emergency fire & rescue protection
to its member units. It isajoint venture of six governmental units governed by a board
composed of representatives from each of the respective member units. It is funded through
contributions from each member unit based on its State Equalized Vauation. The Village does
not report an equity interest in this joint venture in these financial statements because the
Village does not have an explicit and measurable right to the joint venture's resources. The
Village is unaware of any circumstances that would cause an additiona benefit or burden to the
participating governments in the near future. Financia information based on the February 28,
2007 audit report of the Walkerville Area Fire & Rescue Department follows:

Assets
Current $ 282,668
Noncurrent -
Total Assets 282,668

—_—
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Notes to the Financial Statements (Continued)

Liabilities

Current 68,333

Noncurrent -
Total Liabilities 68,333
Fund Balance $ 214335
Operating Revenues $ 261,365
Operating Expenses (188,161)
Net gain (loss) $ 73204

Complete financia statements for Walkerville Area Fire & Rescue Department may be
obtained from offices a the Wakerville Area Fire & Rescue Department, 175 Main Street,
Walkerville, M1 49459.

3 Government-Wide and Fund Financid Statements

The government-wide financia statements (i.e., the statement of net assets and the statement of
changes in net asseats) report information on al of the nonfiduciary activities of the primary
government. For the most part, the effect of interfund activity has been removed from these
statements.  Governmental activities, normally supported by taxes and intergovernmental
revenues, are reported separately from business-type activities which rely to a significant extent
on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include: (1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment; and (2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment.
Taxes and other items not properly included among  program revenues are reported instead as
genera revenue.

Separate financia statements are provided for governmental funds and fiduciary funds, even
though the latter is excluded from the government-wide financia statements. Major individual
governmental funds are reported as separate columns in the fund financial statements.

4 Measurement Focus, basis of Accounting and Financial Statement Presentation
The government-wide financia statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financia statements. Revenue is recorded when earned and expenses are
recorded when a liahility is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenue in the year for which they are levied. Grants and similar items
are recognized as revenue as soon as al digibility requirements imposed by the provider have
been met.
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Notes to the Financid Statements (Continued)

Governmental fund financia statements are reported using the current financia resources
measurement focus and the modified accrual basis of accounting. Revenue is recognized as
soon as it is both measurable and available. Revenue is considered to be available if it is
collected within the current period or soon enough theresfter to pay ligbilities of the current
period. For this purpose, the government considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures are generdly
recorded when a liability is incurred, as under accrua accounting. However, debt service
expenditures, expenditures relating to compensated absences, and claims and judgments are
record only when payment is due.

Revenues are recognized in the accounting period in which they become susceptible to accrual,
that is when they become both measurable and available to finance expenditures of the fisca
period.

a State of Michigan Receivable

State Shared Revenue is distributed in six installments per year. Often the last payment has
not been recelved by February 28; therefore; a receivable is recorded for this amount. For
fiscal year-end February 29, 2008, this amount was $4,754 in the General Fund.

The Mgjor Streets and Local Street Funds aso receive monthly installments from the State
of Michigan for Act 51 Transportation. As of February 29, 2008, neither the January nor
February 2008 payments had been received. Receivables totaing $11,677 and $4,273 have
been recorded for the Mgjor streets and Local Street Funds respectively.

b. Property Taxes Receivable

The Village property tax is levied on each December 1st on the taxable valuation of the
property (as defined by state statutes) located in the Village as of the preceding Dec- ember
31, The taxes are due on September 14th, with the fina collection date of February 28th
before they are added to the County tax rolls. The 2007 delinquent taxes of $9,926 were
not recelved by year-end, thus taxes receivable have been recorded. Although the property
taxes receipt exceeded 60 days, it was soon enough to pay current liabilities and thus
recorded as revenue for the current year.

The 2007 taxable valuation of the Village totaled $3,434,136 on which ad valorem taxes
levied consisted of 13.575 miills for genera operating, raising $45,503. This amount is
recognized in the genera fund financial statements as current tax revenue.

The Sewer Restricted Fund taxes receivable of $57,932 represents specia assessment taxes
billed to fund the repayment of the construction notes. Property owners may pay these taxes
with interest over twenty-five years.

The government reports the following magjor governmental funds and proprietary funds:

Governmenta Funds

Genera Fund - This fund is used to account for all financia transactions not accounted for in
another fund, including the generd operating expenditures of the loca unit. Revenues are
derived primarily from property taxes, state distributions, grants and other intergovernmental
revenues.
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Notes to the Financid Statements (Continued)

Specia Revenue Funds - These funds are used to account for specific governmentd revenues
(other than special assessments and magjor capital projects) requiring separate accounting
because of lega or regulatory provisions or adminigtrative action. (Mgor Street and Local
Street Funds.)

Proprietary Funds

Enterprise Funds - Enterprise Funds are used to account for operations that (A) are financed
and operated in a manner similar to private business enterprise — where the intent of the
governing body is that the costs (expenses, including depreciation) of providing goods or
services to the general public on a continuing basis be financed or recovered primarily through
user charges, or (B) where the governing body has decided that the periodic determination of
revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance,
public policy, management control, accountability, or other purposes. (Sewer Maintenance and
Sewer Restricted Funds.)

Private-sector standards of accounting issued prior to December 1, 1989, are generdly followed
in the government-wide financia statements to the extent that those standards do not conflict
with the standards of the Governmental Accounting Standards Board.

As a generd rule, the effect of interfund activity has been eiminated from the government-wide
financid statements.

Amounts reported as program revenue include: (1)charges to customers or applicants for goods,
services or privileges provided; (2)operating grants and contributions; and (3)capital grants and
contributions, including special assessments. Internaly dedicated resources are reported as
general revenue rather than as program revenue. Likewise, general revenue includes al taxes.

5 Assets, Liabilities, and Net Assets or Equity

Bank Deposits and Investments - Cash and cash equivaents are considered to be cash on hand,
demand deposits, and short-term investments with a maturity of three months or less when
acquired. Investments are stated at fair value. Pooled investment income is generaly alocated
to each fund based on the cash balance in each fund.

Receivables and Payables - In general, outstanding balances between funds are reported as "due
to/from other funds'. Activity between funds that is representative of lending/borrowing
arrangements outstanding at the end of the fisca year is referred to as "advances to/ from other
funds’.

Inventories and Prepaid Items - Payments for inventoriable types of supplies are recorded as
expenditures at the time of purchase. Normally expenditures are not divided between years by
the recording of prepaid expenses. There were no material inventories at year end.

Restricted Assets and Restricted Net Assets - The general obligation bonds in the Sewer
Restricted Fund requires amounts to be set aside for debt service of interest and principal. Cash
is redtricted for deposits in bank accounts legally restricted primarily for the payment of debt
service.
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Notes to the Financid Statements (Continued)

Net assets restricted for debt service include the excess of liabilities over assets restricted for
the debt service on revenue bonds. The government-wide statements include restricted net
assets of $69,190 restricted for debt service.

Capital Asseats - Capital assets, which include property and equipment, are reported in the
applicable governmenta activities column in the government-wide financia statements.
Capita assets are defined by the government as assets with an initial individual cost of more
than $5,000 and an estimated useful life in excess of one year. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation. In accordance with GASB
34, infrastructure asset costs incurred prior to March 1, 2004 are not included in the financia
statements.

Property, plant and equipment is depreciated using the straight-line method over the following

useful lives:
Buildings 40 to 60 years
Building Improvements 15to 30 years
Water and Sewer Lines 50to 75 years
Vehicles 3to 5years
Office Equipment 3to5years
Generd Equipment 5to 20 years
Streets and Highways 20to 30 years

Savage value is estimated at 10% of cost

Long-Term Obligations - In the government-wide financial statements and the proprietary fund
types, long-term debt and other long-term obligations are reported as lighilities in the applicable
governmental activities, business-type activities, and the proprietary fund type statement of net
assets. Bond premiums and discounts, as well as issuance costs, are defer- red and amortized
over the life of the bonds using the straight line method. Bonds payable are reported net of the
applicable bond premium or discount. Bond issuance costs are reported as deferred charges
and amortized over the term of the related debt. In the fund financia statements, governmental
fund types recognize bond premiums and discounts, as well as bond issuance costs during the
current period. The face amount of debt issued is reported as other financing sources.
Premiums received on debt issuances are reported as other financing sources while discounts
are reported as other financial uses. Issuance costs are reported as debt service expenditures.
The Village long-term debt is related to equipment purchases, magjor street improvements, and
the construction of a sewer project.

Use of Egtimates - The preparation of financial statements in conformity with U.S. generally
accepted accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures.  Accordingly, actua results could differ from
those estimates.
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Notes to the Financid Statements (Continued)

NOTE B

Fund Equity - In the fund financid statements, governmental funds report reservations of fund
balance for amounts that are not available for appropriation or are legaly restricted by outside

parties for use for a specific purpose. Designations of fund balance represent tentative

management plans that are subject to change. The Village has designated $2,500 for future

equipment purchases in the genera fund.

Deficit Equity - The Village has an accumulated retained earnings deficit in the Proprietary
Fund - Sewer Restricted Fund of $17,875, and the Speciad Revenue Mgjor Street Fund of

$18,836. Public Act 275 of 1980 requires that the Village of Wakerville file a deficit

elimination plan within 90 days after the end of the fiscal year for each fund that ended that

year in a deficit condition.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information - Annua budgets are adopted on a basis consistent with generaly accepted
accounting principles for all governmental funds. All annua appropriations lapse at fisca year
end. the Village approves its originaly adopted budget by the end of the current fisca year.

Amendments are approved periodically during the year.

The budget document presents information by fund, activity, and line items. The lega level of

budgetary control adopted by the governing body is the activity level.

The Village does not utilize encumbrance accounting.

Excess of Expenditures Over Appropriations in Budgeted Funds - During the year, the Local
Governmental Unit incurred expenditures in certain budgeted funds which were materialy in

excess of the amounts appropriated, as follows:

Budget

Budget Item Appropriation
General Fund- Generad Government $ 42 700
Genera Fund- Debt Service -
Major Street Fund - Public Works 50,056
Local Street Fund - Public Works 10,545
Sewer Maintenance Fund-Salaries and Wages -
Sewer Maintenance Fund-Insurance & Supplies 8,000

Sewer Maintenance Fund-Miscellaneous -
Sewer Maintenance Fund-Depreciation -

20

Actual

Expenditures

$

52,092
6,879
60,072
33,665
5,488
8,317
274
12,046



Notes to the Financial Statements (Continued)

NOTE C

NOTE D

DEPOSITS AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, authorizes the Village to make deposits and invest in
the accounts of federally insured banks, credit unions, and savings and loan associations which
have an office in Michigan. The Village is alowed to invest in bonds, securities and other direct
obligations of the United States or any agency or instrumentality of the United States, United
States government or federa agency obligations; repurchase agreements;, bankers acceptance of
United States banks;, commercid paper rated within the two highest classifications which mature
not more than 270 days after the date of purchase; obligations of the State of Michigan or its
political subdivisions which are rated as investment grade; and mutua funds composed of
investment vehicles which are legal for direct investment by local units of government in

The Village Board has designated West Shore Bank for the deposit of Local Unit funds.
The Village's deposits and investment policy are in accordance with statutory authority.

The Village 's deposits were reported in the basic financia statements in the following categories:

Governmenta  Proprietary Total Primary
Activities Activities Government

Cash and Cash Equivaents $ 26839 $ 69662 $ 96,501

The bank balance of the Village ’s deposits is $105,042, of which $105,042 is covered by federal
depository insurance,

The Village believes that due to the dollar amounts of cash deposits and the limits of FDIC
insurance, it is impractica to insure dl bank deposits. As aresult, the Village evaluates each
financid ingtitution with which it deposits the Village funds and assesses the level of risk of each
ingtitution; only those ingtitutions with an acceptable estimated risk level are used as depositories.

Investments are normally categorized to give an indication of the level of risk assumed by the
Village; however, cash management funds are not categorized because they are not evidenced by
securities that exist in physica or book entry form. The Village does not have any cash
management funds.

RECEIVABLES

Receivables as of year-end for the Village 's individual mgjor and nonmgjor funds, and the
fiduciary funds in the aggregate, including the applicable alowances for uncollected accounts, are
asfollows:

State of Resident Net
Michigan  Receivables Receivables
Generd Fund $ 4754 3 - $ 4,754
Major Streets Fund 11,677 - 11,677
Loca Streets Fund 4273 - 4273
Total $ 20,704 $ - $ 20,704
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Notes to the Financid Statements (Continued)

NOTE E CAPITAL ASSETS

Capital asst activity of the primary government of the current year was as follows:

Beginning Ending

Governmental Activities Baance Increases Decreases Baance
Capital Assets not being depreciated

Land $ 37,897 $ - $ - $ 37,897
Capita Assets Being Depreciated

Buildings 330,704 - - 330,704

General Equipment 98,261 - - 98,261

Highways and Streets 59,491 - 59,491

Subtotal 488,456 - - 488,456
Less Accumulated Depreciation for

Buildings 174,787 5,363 - 180,150

General Equipment 57,333 7,977 - 65,310

Highways and Streets 3,570 2,381 - 5,951

Subtotal 235,690 15,721 - 251,411
Net Capital Assets being depreciated 252,766 (15,721) - 237,045
Total Governmental Activities Capital

Assets - Net of Depreciation $ 290,663 $ (15,721) - $ 274,942

Beginning Ending

Business-Type Activities Baance Increases Decreases Baance
Capital Assets not being depreciated

Land $ 21,888 $ - $ - $ 21,888
Capita Assets Being Depreciated

Machinery and Equipment 184,176 - - 184,176

Maining and Pumping Equipment 602,318 - - 602,318

Subtotal 786,494 - - 786,494
Less Accumulated Depreciation for

Meachinery and Equipment 184,176 - - 184,176

Maining and Pumping Equipment 184,209 12,046 - 196,255

Subtotal 368,385 12,046 - 380,431
Net Capital Assets being Depreciated 418,109 (12,046) - 406,063
Business-Type Activities Tota Capita

Assets - Net of Depreciation $ 439,997 $(12046) $ - $ 427,951
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Notes to the Financial Statements (Continued)
Depreciation expense was charged to programs of the primary government as follows:

Governmenta Activities
Unallocated $ 15721

Business-Type Activities
Sawer $ 12,046

NOTE F INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

The composition of interfund balances is as follows:

Receivable Fund Payable Fund
(Due From) (Due To)
Genera Fund $ 10,114 Major Street $ 30,800
Sewer Maintenance 1,844 Sewer Maintenance 10,114
Sewer Assessment 30,800 Sewer Assessment 1,844
Maor Street -
$ 42,758 $ 42,758

Interfund Transfers (to cover operating expenses)

Transfers (Out)
General Fund
Transfers In
Major Street Fund $ 14,550
Locd Street Fund 22,991
$ 37541

NOTE G LONG-TERM DEBT

Governmental Activities:

Michigan Municipal Bond Authority - The Village entered into a contract with the State on June
23, 1995, to borrow $80,000 to be used for major street improvements. Interest is payable semi-
annualy on August 1 and February 1 at the rate of 6% until August 1, 2004 and then 6.5% for the
remainder of the loan. Principa payments are due on August 1 with the fina payment due August
1, 2009.
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Notes to the Financid Statements (Continued)

Annua requirements to amortize the outstanding bonds at February 29, 2008 are as follows,

including interest payments of $1,068.

Michigan
Year Bond Authority
2008-2009 $ 5,458
2009-2010 10,610
Total Principal and Interest 16,068
Less. Interest 1,068
Totd $ 15,000

Westshore Bank - Police Car Loan - During 2003-2004, the Village of Walkerville entered into an
agreement with Westshore Bank for a note payable in the amount of $12,000 for the purchase of
anew police car. The note is due in monthly payments of $218.56 through February 3, 2009.

Interest is payable at 3.5%.

Annua requirements to amortize the note payable at February 29, 2008 are as follows:

Westshore

Year Bank
2008-2009 2,390
Total Principal and Interest 2,390
Less. Interest 42
Totd $ 2,348

Westshore Bank - DPW Truck - During 2004-2005, the Village of Walkerville entered into an
agreement with Westshore Bank for a note payable in the amount of $19,500 for the purchase of
a GMC Road Grader. The note is due in monthly payments of $354.74 through September 2009.

Interest is payable at 3.5%.
Annua requirements to amortize the note payable at February 29, 2008 are as follows:

Westshore

Year Bank
2008-2009 4,257
2009-2010 2,483
Total Principal and Interest 6,740
Less Interest 193
Total $ 6,547

The following is a summary of Governmental Funds Debt transactions for the year:

Michigan
Municipal Westshore  Westshore
Bond Bank Bank

Authority Police Car DPW Truck Total
Debt Payable - Beginning 20,000 4,841 10,499 35,340
Debt Proceeds - - - -
Debt Retired (5,000) (2,493 (3,952 (11,445)
Debt Payable - End of the Year $ 15,000 $ 2348 $ 6547 $ 23,895
Due within one year $ 5,000 $ 2348 $ 4003 $ 11,441
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Notes to the Financid Statements (Continued)
Business Type Activities.

Rurd Economic and Community Development - The Village Sewer Fund entered into a contract
with the U.S. Department of Agriculture on September 13, 1989 to borrow $275,000 to be used to
finance the construction of a sewer project. Interest is payable at the rate of 6.0% with the fina
payment due in 2019. Following is a schedule of the minimum payments due as of February 29,
2008, including interest payments of $54,900.

Year Amount
2008-2009 $ 20,200
2009-2010 20,600
2010-2011 19,940
2011-2012 20,280
Subsequent Years 143,642
Total Principal and Interest 224,662
Less. Interest (54,900
Totd $ 169,762
Due within one year $ 10,000

NOTEH CASH FLOWS

Cash paid for interest by the Village for the Proprietary Fund was $10,470, which equals the
interest expense and the totd interest incurred for the year.

NOTE | RISK MANAGEMENT

The Village is exposed to various risks of loss related to torts; theft of, damage to and destruction
of assets; errors and omissions; and natural disasters for which the Village carries commercid
insurance. Liabilities in excess of insurance coverage, if any, are reported when it is probable
that aloss has occurred and the amount of the loss can be reasonably estimated.
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VILLAGE OF WALKERVILLE

Required Supplementary Information
Budgetary Comparison Schedule for Genera Fund
For the Year Ended February 29, 2008

Budgeted Amounts Variance to
Original Fina Actua Final Budget
Beginning Year Fund Balance $ 34972 $ 34972 $ 34972 $ -
Resources (Inflows)
Property Taxes 46,000 46,000 44,653 (1,347)
State Shared Revenue 30,000 30,000 26,905 (3,095)
Charges for Services 3,500 2,500 375 (2,125)
Interest 175 175 248 73
Rents 100 100 64,182 64,082
Refunds and Reimbursements 3,200 4,200 4,422 222
Business Licenses and Permits 25 25 - (25)
Operating Transfers In 30,000 52,000 - (52,000)
Miscellaneous - - 3,057 3,057
Amounts Available for Appropriation 147,972 169,972 178,814 8,842
Charges to Appropriations (Outflows)
Generd Government 38,300 42,700 52,092 (9,392
Public Safety 11,000 14,000 10,410 3,590
Public Works 28,500 27,920 18,592 9,328
Recreation and Culture 4,600 5,600 5,110 490
Debt Service - - 6,879 (6,879)
Operating Transfers Out 25,000 38,200 37,541 659
Other 5,600 6,580 4,023 2,557
Tota Charges to Appropriation 113,000 135,000 134,647 353

Budgetary Fund Baance-Feb 29, 2008 $ 34972 $ 34,972 $ 44167 $ 9195
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VILLAGE OF WALKERVILLE

Required Supplementary Information
Budgetary Comparison Schedule for Mgor Streets Fund
For the Year Ended February 29, 2008

Beginning Year Fund Baance

Resources (Inflows)
State Shared Revenue
Operating Transfers In
Misc. Income
Interest

Amounts Available for Appropriation

Charges to Appropriations (Outflows)
Routine Maintenance
Winter Maintenance
Miscdlaneous
Adminigtration
Debt Service

Total Charges to Appropriation

Budgetary Fund Balance-Feb 29, 2008

Budgeted Amounts Variance With
Origina Fina Actua Find Budget
$(13422) $(13422) $ (13422 % -
30,000 50,000 39,955 (10,045)
- - 14,550 14,550
65 65 153 88
16,643 36,643 41,236 4,593
18,481
31,365
1,405
2,754
6,067
30,065 50,065 60,072 (10,007)
$ (13422) & (13422) $ (18836) $ (5414
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VILLAGE OF WALKERVILLE

Required Supplementary Information
Budgetary Comparison Schedule for Loca Streets Fund
For the Year Ended February 29, 2008

Budgeted Amounts Variance to
Origina Find Actual Final Budget
Beginning Year Fund Balance $ 324 $ 3204 $ 324 % -
Resources (Inflows)
State Shared Revenue 10,500 10,500 11,828 1,328
Interest 45 45 48 3
Operating Transfers In - - 22,991 22,991
Amounts Available for Appropriation 13,749 13,749 38,071 24,322
Charges to Appropriations (Outflows)
Routine Maintenance 14,012
Winter Maintenance 17,928
Administration 1,723
Miscellaneous 2
Total Charges to Appropriation 10,545 10,545 33,665 (23,120)

Budgetary Fund Baance-Feb 29, 2008 $ 3204 $ 3204 $ 4406 $ 1,202
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VILLAGE OF WALKERVILLE

Required Supplementary Information
Budgetary Comparison Schedule for Sewer Maintenance Fund
For the Year Ended February 29, 2008

Beginning Year Retained Earnings

Resources (Inflows)
Fees
Operating Trandfers In
Interest

Amounts Available for Appropriation

Charges to Appropriations (Outflows)
Sdaries and Wages
Insurance and Supplies
Utilities
Operating Services
Professona Services
Licenses
Equipment Rental
Miscellaneous
Depreciation
Transfers Out

Total Charges to Appropriation

Budgetary Retained Earnings -
February 29, 2008

Budgeted Amounts Variance to
Origina Find Actual Final Budget
$ 436,173 $ 436,173 $436173 % -
24,000 24,000 22,647 (1,353
400 400 407 7
460,573 460,573 459,227 (1,346)
5,000 - 5,488 (5,488)
8,000 8,000 8,317 (317)
200 300 243 57.00
5,050 11,050 11,438 (388.00)
1,000 1,500 1,500 -
2,350 2,350 1,950 400.00
- - 274 (274)
- - 12,046 (12,046)
2,800 1,200 - 1,200
24,400 24,400 41,256 (16,856)
$436,173  $436173 $417971 < $ (18,202
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VILLAGE OF WALKERVILLE

Statement of Revenues, Expenditures and Changes in
Retained Earnings - Budget and Actua - Sewer Restricted Fund
For the Year Ended February 29, 2008

Budgeted Amounts Variance to
Origina Find Actual Final Budget
Beginning Year Retained Earnings $(18041) $(18041) $ (18041 S -
Resources (Inflows)
Fees 2,800 2,800 2,765 (35)
Taxes 8,000 8,000 511 (7,489)
Interest on Investments 1,100 1,100 1,324 224
Other Interest Income - - 1,400 1,400
Interest on Assessments 4,000 4,000 3,270 (730)
Other Income - - 1,627 1,627
Amounts Available for Appropriation (2,141) (2,141) (7,244) (5,003
Charges to Appropriations (Outflows)
Interest Expense 15,639 15,639 10,470 5,169
Other Expenses 261 261 261 -
Total Charges to Appropriation 15,900 15,900 10,731 5,169
Budgetary Retained Earnings -
February 29, 2008 $ (18041) $ (18041) $ (17875 $ 166
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VILLAGE OF WALKERVILLE

Statement of Revenues, Expenditures and Changes in
Fund Balance - Budget and Actua - Genera Fund

For the Year Ended February 29, 2008

Revenues
Property Taxes
State Shared Revenue and Other Grants
Police
Cemetery
Interest
Rents
Refunds and Rembursements
United Way
Metro Act and Miscellaneous
Business Licenses and Permits

Total Revenues

Expenditures
Gengrd Government
Village Council
Salaries
Services
Audit
Community Programs
Insurance
Utilities
Miscellaneous

Y outh Club
Utilities

Elections
Supplies
Services
Printing & Publishing

Clerk / Assessor
Sdaries

Budget

31

46,000
30,000
500
2,000
175
100
3,200
1,000

25
83,000

18,800

1,100

1,500

8,400

Favorable
Actud (Unfavorable)
$ 44,653 $ (1,347
26,905 (3,095)
- (500)
375 (1,625)
248 73
64,182 64,082
3,991 791
431 (569)
3,057 3,057
- (25
143,842 60,842
4,415
1,364
3,995
619
8,332
146
10,543
29,414 (10,614)
1,093 7
333
761
250
1,344 156
$ 8404 $ 4



Favorable

Budget Actud (Unfavorable)
Tresasurer
Sdaries 2,460
Supplies 239
Legd 120
$ 3,000 2,819 $ 181
Cemetery
Sdaries 2,744
Supplies 167
Services 385
Utilities 420
4,300 3,716 584
Office
Sdaries -
Supplies 2,811
Utilities 1,773
Services 718
5,600 5,302 298
Tota General Government 42,700 52,092 (9,392)
Public Safety
Police Department
Sdaries 6,106
Supplies 1,966
Services 462
Utilities 1,876
Total Public Safety 14,000 10,410 3,590
Public Works
Refuse Collection
Services 920 512 408
Street Lighting
Utilities 6,000 5,938 62
Department of Public Works
Sdaries 4,107
Supplies 6,085
Services 643
Utilities 1,307
21,000 12,142 8,858
Total Public Works $ 27,920 $ 18,592 $ 9328
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Favorable

Budget Actud (Unfavorable)
Recreation and Culture
Park
Sdaries $ 4112
Supplies 177
Services 487
Utilities 334
Tota Recreation and Culture $ 5,600 5,110 $ 490
Debt Service
Principal 6,445
Interest 434
Tota Debt Service - 6,879 (6,879)
Other Functions
Undlocated
Fringe Benefits 4,500 4,023 477
United Way
Sdaries -
Supplies -
1,000 - 1,000
Rent 100 - 100
Reimbursement 980 - 980
Total Other Functions 6,580 4,023 2,557
Total Expenditures 96,800 97,106 (306)
Excess Revenues Over (Under) Expenditures (13,800) 46,736 60,536
Other Financing Sources (Uses)
Operating Transfers In 52,000 - (52,000)
Operating Transfers Out (38,200 (37,541) 659
Total Other Financing Sources (Uses) 13,800 (37,541) (51,341)
Excess Revenues and Other Sources Over
(Under) Expenditures and Other Uses $ - 9,195 $ 9195
Fund Baance - Beginning of Year 34,972
Fund Balance - End of Year $ 44,167
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VILLAGE OF WALKERVILLE

Statement of Revenues, Expenditures and Changes in
Fund Baance - Budget and Actud - Mgor Street Fund
For the Year Ended February 29, 2008

Favorable
Budget Actua (Unfavorable)
Revenues
State Shared Revenue $ 50,000 $ 39,955 $ (10,045
Misc. Income - - -
Interest 65 153 38
Tota Revenues 50,065 40,108 (9,957)
Expenditures
Public Works
Routine Maintenance 18,481
Winter Maintenance 31,365
Miscellaneous 1,405
Administration 2,754
Total Public Works 44,065 54,005 (9,940)
Debt Service
Principa 5,000
Interest 1,067
Tota Debt Service 6,000 6,067 (67)
Total Expenditures 50,065 60,072 (10,007)
Excess Revenues Over (Under) Expenditures - (19,964) (19,964)
Other Financing Sources (Uses)
Operating Transfers In - 14,550 14,550
Tota Other Financing Sources (Uses) - 14,550 14,550
Excess Revenues Over
(Under) Expenditures $ - (54149 $ (5414
Fund Baance - Beginning of Year (13,422)
Fund Balance - End of Year $ (18,836)



VILLAGE OF WALKERVILLE

Statement Of Revenues, Expenditures and Changes in
Fund Balance - Budget and Actud - Loca Street Fund
For the Year Ended February 29, 2008

Favorable
Budget Actua (Unfavorable)
Revenues
State Shared Revenue $ 10,500 $ 11,828 $ 1,328
Interest 45 48 3
Tota Revenues 10,545 11,876 1,331
Expenditures
Public Works
Routine Maintenance 14,012
Winter Maintenance 17,928
Administration 1,723
Miscellaneous 2
Total Expenditures 10,545 33,665 (23,120)
Excess Revenues Over (Under) Expenditures - (21,789) (21,789)
Other Financing Sources (Uses)
Operating Transfers In - 22,991 22,991
Excess Revenues Over
(Under) Expenditures $ - 1,202 $ 1202
Fund Baance - Beginning of Y ear 3,204
Fund Balance - End of Year $ 4406
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VILLAGE OF WALKERVILLE

Statement of Revenues, Expenditures and Changes in
Retained Earnings - Budget and Actua - Sewer Maintenance Fund
For the Year Ended February 29, 2008

Favorable
Budget Actua (Unfavorable)
Operating Income
Fees $ 24,000 $ 22647 $ (1,353
Operating Expenses
Sdaries and Wages - 5,488 (5,488)
Insurance and Supplies 8,000 8,317 (317)
Utilities 300 243 57
Services - Operating 11,050 11,438 (388)
Professona Services 1,500 1,500 -
Licenses 2,350 1,950 400
Equipment Rental - - -
Miscellaneous - 274 (274)
Depreciation - 12,046 (12,046)
Tota Operating Expenses 23,200 41,256 (18,056)
Operating Income (Loss) 800 (18,609) (19,409)
Non-Operating Revenues (Expenses)
Interest Income 400 407 7
Transfer In - - -
Transfer Out (1,200) - 1,200
Net Non-Operating Revenues (Expenses) (800) 407 1,207
Net Income (L0ss) $ - (18,202 $ (18,202
Net Assets - Beginning of Year 436,173
Net Assets - End of Year $ 417,971
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VILLAGE OF WALKERVILLE

Statement of Revenues, Expenditures and Changes in
Retained Earnings - Budget and Actua - Sewer Restricted Fund
For the Year Ended February 29, 2008

Favorable
Budget Actua (Unfavorable)
Operating Income
Fees $ - $ 2,765 $ 2,765
Taxes 8,000 511 (7,489)
Tota Operating Income 8,000 3,276 (4,724)
Operating Expenses - - -
Operating Income (L0ss) 8,000 3,276 (7,489)
Non-Operating Revenues (Expenses)
Interest on Assessments 4,000 3,270 (730)
Interest Income on Investments 1,100 1,324 224
Other Interest Income - 1,400 1,400
Other Income - 1,627 1,627
Interest Expense (15,639) (10,470) 5,169
Other Expense (262) (262) -
Transfer In 2,800 - (2,800)
Net Non-Operating Revenues (Expenses) (8,000 (3,110) 4,890
Net Income (Loss) $ - 166 $ (2599
Net Assets - Beginning of Year (18,041)
Net Assets - End of Year $ (17,875
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To the Village Council
Village of Wakerville, Michigan

We have audited the generd purpose financid statements of Village of
Wakerville, Michigan, as of and for the year ended February 29, 2008, and have
issued our report thereon dated July 24, 2008. We conducted our audit in
accordance with generaly accepted auditing standards and the standards
applicable to financia audits contained in Government Auditing Standards , issued
by the Comptroller Generd of the United States.

Internal Control Over Financiad Reporting

In planning and performing our audit, we considered the Village of Walkerville,
Ml's internal control over financia reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion of the financia statements,
but not for the purpose of expressing an opinion on the effectiveness of the Village
of Wakerville, MI's internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of the Village of Wakerville, Ml
interna control over financial reporting.

Our consideration of interna control over financia reporting was for the limited
purpose described in the preceding paragraph and would not necessarily identify
al deficiencies in interna control over financiad reporting that might be significant
deficiencies or material weaknesses. However, as discussed below, we identified
certain deficiencies in interna control over financid reporting that might be
significant deficiencies or material weaknesses. We did not identify any
deficiencies in interna control over financia reporting that we consider to be
significant deficiencies.

A control deficiency exists when the design or operation of a control does not

alow management or employees, in the normal course of performing their
assigned functions, to prevent or detect misstatements on a timely basis. A
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Page 2

significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the Village of Wakerville, Michigan's ability to
initaiate, authorize record, process, or report financia data reliably in accordance
with generally accepted accounting principals such that there is more than a
remote likelihood that a misstatement of the Village of Walkerville, Michigan
financid statements that is more than inconsequentia will not be prevented or
detected by the Village of Walkerville, Michigan's internal control. We consider
the deficiencies described in the accompanying schedule of findings and
questioned costs to be significant deficiencies in internal control over financia
reporting: 2008-1 and 2008-2.

A materid weakness is a significant deficiency, or combination of sigificant
deficiencies, that results in more than a remote likelihood that a materia
misstatement of the financial statements will not be prevented or detected by the
Village of Walkerville, Michigan's internal control.

Our consideration of internal control over financia reporting was for the limited
purpose described in the first paragraph of this section and would not necessarily
identify al deficiencies in internd control that might be significant deficiencies
and, accordingly, would not necessarily disclose dl significant deficiencies that are
aso considered to be material weaknesses. However, we believe that none of the
significant deficiencies described above is a material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Village of Walkerville,
Michigan's general purpose financial statements are free of material

misstatements, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants, noncompliance with which could have a
direct and materia effect on the determination of financia statement amounts.
However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance that are required to be
reported under Government Auditing Standards .

This report is intended for the information of the management and federal
awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.

Mendpns » Yty

Hendon & Slate, P.C.
Fremont, M1
July 24, 2008
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Findings
2008-1

2008-2

Responses

2008-1

2008-2

VILLAGE OF WALKERVILLE

SCHEDULE OF FINDINGS AND RESPONSES
February 29, 2008

Anti-Fraud Program
The Village has not adopted an Anti-Fraud Program as required by SAS 99.

Address Preparation of Financiad Statements

As part of the audit, management has requested us to prepare a draft of the Organization’s
financial statements, including the related notes to the financial statements. Similar to prior years,
management performed a review of the financiad statements. However, in order to provide
improved oversight to the financial statement preparation services at an gppropriate level and
implement controls over the financia reporting process, management might establish review
policies and procedures including the preformance of some or al of the following functions:

* Reconcile general ledger amounts to the draft financia statements using grouping schedules
provided by us.

 Review the adequacy of financia statement disclosures, possibly including reviewing and
approving a completed disclosure checklist we would provide to you or by completing a disclosure
checklist.

» Review and approve schedules and calculations supporting amounts included in the notes to the
financid statements.

» Review and approve the cash flow worksheet used in preparing the statement of cash flows.

» Apply analytica procedures to the draft financial statements.

* Perform other procedures as considered necessary by management.

Anti-Fraud Program
The Council is looking at a sample policy and considering adopting one in the near future.

Address Preparation of Financid Statements
The Council understands the need for the improvement in this area and will consider atering
employee responsihilities to improve the oversight of the preparation of the financial statements.

Prior Year Findings
There were no prior year findings.
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Hendon & Slate, PC
Certified Public Accountants
Business Consultants

July 24, 2008

To the Village Council
Village of Walkerville, Michigan

We have audited the financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of Village of Walkerville, Michigan for the year ended
February 29, 2008, and have issued our report thereon dated July 24, 2008. Professional
standards require that we provide you with the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated April 14, 2008, our responsibility, as described by
professional standards, is to express opinions about whether the financial statements
prepared by management with your oversight are fairly presented, in all material respects, in
conformity with U.S. generally accepted accounting principles.  Our audit of the financial
statements does not relieve you or management of your responsibilities.

Significant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by Village of Walkerville are described in Note A of the
financial statements. No new accounting policies were adopted and the applications of
existing policies were not changed during the 2007-2008 fiscal year. We noted no
transactions entered into by the governmental unit during the year for which there is a lack of
authoritative guidance or consensus. There are no significant transactions that have been
recognized in the financial statements in a different period than when the transaction
occurred.

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about past and
current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significanc e to the financial statements and because of
the possibility that future events affecting them may differ significantly from those expected.
The most sensitive estimate affecting the financial statements was:

Management’s estimate of the accumulated depreciation is based on life
expectancies . We evaluated the key factors and assumptions used to
develop the accumulated depreciation in determining that it is reasonable in
relation to the financial statements taken as a whole.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.
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Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are trivial, and communicate them to the appropriate level of management. Management
has corrected all such misstatements. In addition, none of the misstatements detected as a result of audit
procedures and corrected by management were material, either individually or in the aggregate, to the financial
statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to
the financial statements or the auditor's report. We are pleased to report that no such disagreements arose during
the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated July 24, 2008.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting
principle to the governmental unit's financial statements or a determination of the type of auditor’'s opinion that
may be expressed on those statements, our professional standards require the consulting accountant to check
with us to determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

Budget Over expenditures
During our audit, we again noted a few instances of budgeted expenditures exceeding budgeted revenues. We

recommend that the board continue to compare actual expenditures to budgeted expenditures on a regular basis
and make amendments as needed to avoid over expenditures.

Deficits

The Village has accumulated a net asset deficit in the Sewer Restricted Proprietary Fund of $17,875. Public Act
275 of 1980 requires that the Village of Walkerville file a deficit elimination plan within 90 days after the end of the
fiscal year for each fund that ended in a deficit condition. During the current year the deficit was decreased by
$166. It doesn't appear that you will be able to reduce the deficit fund balance in the near future with current
estimates; however, it is likely that it will be eliminated within the life of the long-term debt.

The Major Street Fund also reflected a fund balance deficit for the year ended February 29, 2008. The deficit of
$18,836 was largely due to the amount owed to the Sewer Restricted Fund the end of last year. The Major Street
will continue to have a deficit fund balance for several years, until the loan between the funds is repaid. Therefore,
there is also a deficit reduction plan required for this fund.

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the governmental unit's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a condition
to our retention.

This information is intended solely for the use of the Village Council and management of the Village of Walkerville
and is not intended to be and should not be used by anyone other than these specified parties.

Very truly yours,

londr o B

Hendon & Slate PC

Fremont Office
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Council Members,
Village of Wakerville
Oceana County,
Wakerville, Ml

In planning and performing our audit of the financial statements of Village of Walkerville
as of and for the year ended February 29, 2008, in accordance with auditing standar ds
generaly accepted in the United States of America, we considered Village of
Wakerville’s interna control over financial reporting as a basis for designing our
auditing procedures for the purpose of expressing an opinion on the financia statements,
but not for the purpose of expressing an opinion on the effectiveness of the Village’s
internal control. Accordingly, we do not express an opinion on the effectiveness of
Village of Wakerville’sinterna control.

Our consideration of the internal control was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in interna control
that might be significant deficiencies or materia weaknesses. However, as discussed
below, we identified certain deficiencies in interna control that we consider to be
significant deficiencies and other deficiencies that we consider to be materia weaknesses.

A control deficiency exists when the design or operation of a control does not alow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on atimely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversaly affect the entity’s ability
to initiate, authorize, record, process, or report financia data reliably in accordance with
generally ted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity’s financia statements that is more than inconsequentia
will not be prevented or detected by the entity’s internal control. However, we identified
deficiencies in interna control that we consider to be significant deficiencies which are
included in the schedule of findings and responses.

We also note to the council that there are inherent limitations of interna control, including
the possibility of management override of controls.

This communication is intended solely for the information and use of management, and is
not intended to be and should not be used by anyone other than these specified parties.

Respectfully submitted,

Mo v it
Hendon & Sate, P.C.
Ceatified Public Accountants

Fremont Office
July 24, 2008
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